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1. INVESTMENT STATEMENT IS AS FOLLOWS: 

THE PHILIPPINES EXTENDS A SELECTIVE WELCOME TO FOREIGN 
INVESTMENT. FOREIGN INVESTMENT IS ACTIVELY ENCOURAGED IN 
"PIONEER" AREAS OR ON A 40 PERCENT MINORITY BASIS IN 
"PREFERRED" AREAS. IT IS WELCOME BUT NOT ENCOURAGED IN 
NON-PRIORITY AREAS IN WHICH EXISTING PRODUCTION CAPACITY 
IS INSUFFICIENT TO SUPPLY THE MARKET. IT IS NOT ALLOWED 
IN "OVERCROWDED" AREAS WHERE EXISTING CAPACITY IS DEEMED 
SUFFICIENT. 

THE BOARD OF INVESTMENTS (BOI) PASSES AN ALL INVESTMENT 
APPLICATIONS WITH 30 PERCENT OR MORE FOREIGN EQUITY. THE 
BOI'S PRIMARY FUNCTION IS TO ADMINISTER THE INVESTMENT 
INCENTIVES ACT AND EXPORT INCENTIVES ACT. UNDER THE 
FORMER, THE BOI ANNUALLY LISTS "PIONEER" AND "PREFERRED 
NON-PIONEER" INDUSTRIES ELIGIBLE FOR INVESTMENT INCENTIVES. 
UNCLASSIFIED 

UNCLASSIFIED 

PAGE 02 MANILA 10968 081213Z 

INVESTMENTS IN PIONEER AREAS MAY BE 100 PERCENT FOREIGN 
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OWNED, PROVIDED THEY ARE FILIPINIZED WITHIN THIRTY YEARS. 

IN PREFERRED NON PIONEER AREAS FOREIGN INVESTMENT GREATER 

THAN 40 PERCENT IS PERMITTED IF, AFTER BEING LISTED BY 

THE BOI FOR THREE YEARS, THE SECTOR'S "MEASURED CAPACITY" 

HAS NOT BEEN FILLED BY FILIPINOS. FOREIGN FIRMS MAY 
REGISTER UNDER THE EXPORT INCENTIVES ACT IF THEIR EXPORTS 
WILL BE 70 PERCENT OF OUTPUT. 

BY LAW OR BY THE CONSTITUTION A MAXIMUM PERCENTAGE 
OF FOREIGN OWNERSHIP IS SPECIFIED IN SEVERAL SPECIFIC 
BUSINESS AREAS. THE MOST IMPORTANT OF THESE ARE LAND 
OWNERSHIP, PUBLIC UTILITIES, AND EXPLOITATION OF NATURAL 
RESOURCES, LIMITED TO COMPANIES 60 PERCENT PHILIPPINE 
OWNED, AND RETAIL TRADE, LIMITED TO COMPANIES 100 PERCENT 
PHILIPPINE OWNED. 

SINCE THE IMPOSITION OF MARTIAL LAW IN SEPTEMBER 1972 
THE GOVERNMENT HAS TAKEN VARIOUS MEASURES TO INCREASE THE 
ATTRACTIVENESS OF THE PHILIPPINES FOR FOREIGN INVESTMENT 
IN PREFERRED AREAS. RESTRICTIONS ON THE REPATRIATION 
OF PROFITS AND CAPITAL HAVE BEEN EASED, MEASURES HAVE 
BEEN TAKEN TO ENCOURAGE THE INFLOW OF CAPITAL FOR SECURITIES 
PURCHASES, AND INCENTIVES HAVE BEEN ESTABLISHED TO 
ENCOURAGE THE LOCATING OF REGIONAL HEADQUARTERS IN THE 
PHILIPPINES. THE GOVERNMENT HAS ALSO CLARIFIED OR MODIFIED 
LAWS RELATING TO RETAIL TRADE, LAND OWNERSHIP, AND BOARDS 
OF DIRECTORS IN ORDER TO EASE THE TRANSITION FOR AMERICAN 
BUSINESS FROM THE PRIVILEGED STATUS OF PARITY UNDER THE 
LAUREL-LANGLEY AGREEMENT, WHICH EXPIRED ON JULY 4, 1974. 

THE LEVEL OF NEW FOREIGN INVESTMENT INTO THE 
PHILIPPINES HAS DROPPED OFF IN THE PAST YEAR. THIS MAY BE 
ATTRIBUTED TO THE GENERAL ECONOMIC SLOWDOWN WORLDWIDE, 

TO HIGHER PHILIPPINE COSTS AS A CONSEQUENCE OF SUBSTANTIAL 
INCREASES IN PRICE LEVELS, AND TO UNCERTAINTIES GENERATED 
BY INCREASING GOVERNMENT MANAGEMENT OF THE ECONOMY. THE 
GOVERNMENT HAS TAKEN OVER OR REGULATED, TEMPORARILY OR 
PERMANENTLY, EXPORT MARKETING OF SUGAR, COPRA, WOOD PRODUCTS, 
AND CEMENT; HAS REQUIRED MAJOR FIRMS TO GROW RICE FOR THEIR 
EMPLOYEES; AND HAS TAKEN OVER THE SHIPPING OPERATIONS OF 
A MAJOR STEVEDORING FIRM. PRICE PRICE CONTROLS HAVE AFFECTED 
THE PROFITABILITY OF PRODUCTION OF FERTILIZER, PHARMA- 
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CEUTICALS, AND CANNED MILK, AMONG OTHER PRODUCTS. 

NEVERTHELESS, THE PHILIPPINES IS ORIENTED TOWARDS A 
PRIVATE ENTERPRISE ECONOMY, HAS A LARGE POOL OF SKILLED AND 
MANAGERIAL LABOR, AND A RATIONALLY DETERMINED BODY OF 
ECONOMIC POLICIES ADMINISTERED BY TECHNOCRATS. ACCORDINGLY, 

IT OFFERS ATTRACTIVE INVESTMENT OPPORTUNITIES FOR 
FOREIGN INVESTORS. 
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2. INVESTMENT STATISTICS: 

DATA ON A AND C HAVE BEEN PUBLISHED IN THE SURVEY OF 
CURRENT BUSINESS, SO IN ACCORDANCE WITH INSTRUCTIONS, 

EMBASSY IS PROVIDING DATA ONLY FOR B. 

THERE ARE NO AVAILABLE FIGURES FOR BOOK VALUE OF 
DIRECT INVESTMENT IN PHILIPPINES. HOWEVER, CENTRAL BANK 
SINCE JANUARY 21, 1970, HAS MONITORED CAPITAL FLOWS. 

IT REPORTS $398 MILLION IN EQUITY INVESTMENT SINCE THEN, 

OF WHICH $261 MILLION IS BETWEEN MARCH 15, 1973, AND JUNE 30, 

1975. ONLY COUNTRY FOR WHICH THESE FIGURES APPROXIMATE 
TOTAL EQUITY INVESTMENTS IS JAPAN, FIFTH LARGEST INVESTOR 
WITH $69 MILLION, EMBASSY ESTIMATE, UTILIZING CENTRAL 
BANK FIGURES TO SUPPLEMENT EMBASSY ESTIMATE REPORTED REF- 
TEL B, IS THAT TOTAL DIRECT INVESTMENT BY ALL COUNTRIES 
ON JUNE 30, 1975 WAS PROBABLY BOOK- VALUED AT $1,500 MILLION, 
INCLUDING THE U.S. TOP THREE OTHER COUNTRIES WERE CHINA- $200 
MILLION; SPAIN- $85 MILLION; AND THE UNITED KINGDOM - $80 MILLION. 

SULLIVAN 
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